A guide to

Alliance Trust
Sustainable Future
fund range

We’ve seen the sense
in sustainability.
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Glossary

At Alliance Trust Investments (ATI) we believe that sustainable investment means investing
for a positive future. We aim to deliver strong investment returns for our clients by investing
in companies making a positive contribution to our world and society. Our view is that
these firms are inherently in a better position to prosper than those that don’t, and when
undervalued, make better investments than the market.
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Sustainable investment explained
What do we mean by sustainable investment? We believe that there are three
key elements encompassed within sustainable investment.
• Positive impact – there are many companies which are a real force for good. They help to
improve quality of life, reduce environmental impact and manage their operations responsibly
and with integrity. It may be a firm that makes technologies that lower carbon emissions,
one that improves people’s lives through medical innovation, or one that helps provide clean
water. Companies with products or services that provide these solutions to the challenge
of developing more sustainability are likely to grow more than the market and where these
positive attributes are overlooked by the market can be good investments.
• Avoiding negatives – sustainable investment means not investing in companies whose
activities damage the environment or have a negative social impact. As well as avoiding such
firms, we believe that actively encouraging companies to change and improve their practices
is an important part of sustainable investing. This process is called ‘engagement’.
• Real investment potential – we firmly believe that sustainable investment is a sensible
approach from a pure investment perspective. Companies operating in a sustainable and
responsible manner are better placed to succeed over the long term.
The Sustainable Future hub launched in March 2013. Alongside key industry experts, the
Sustainable Future team publish thought provoking articles about their process and the companies
they invest in. Visitors to the hub are encouraged to share their opinions on articles through the
comments feature.

“At ATI, we believe
sustainable investment
makes as much sense from
an investment returns
perspective as from an
ethical one.”

B

ure
ion

B

Peter michaelis
Head of Equities
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Our process
Our aim is to build diversified portfolios of well run sustainable companies
that have better investment potential than the market.
• Real sustainable investment assessment – we analyse how a company’s Environmental,
Social and Governance (ESG) issues affect its valuation. For example, we assess relevant
factors like pollution incidents, staff satisfaction and carbon emissions. Companies which
have integrated these issues, have higher quality management and therefore, they are more
likely to prosper from a business perspective.
• Identifying sustainable companies – we use our ‘Sustainability Matrix’ to measure how
sustainable companies are and determine their eligibility for the Sustainable Future funds.
We analyse a range of criteria and score how a company performs in two ways:

“Our research of
sustainability themes gives
us insights that others
may miss – an information
advantage that can really
make a difference when it
comes to fund performance.”

1) Product sustainability (A-E) – assesses how a company’s products or area of business
helps or harms society and/or the environment. For example, an ‘A’ rating could be
awarded to a company involved in renewable energy or education. An ‘E’ rating would
be assigned to a firm that conflicts with the principles of sustainable development; for
example, a tobacco company.
2) Management quality (1-5) – this gauges a company’s practices, policies and structure
relating to its environmental impact as well as social and governance related issues. A
firm with excellent practices would be graded 1, whilst one with poor management
practices would be a 5.

Mike appleby
Investment Manager

For a company to be considered for
inclusion in our portfolios, it must rank
C3 or higher on our matrix.

PRODUCT
SUSTAINABILITY

MANAGEMENT QUALITY

Sustainability Matrix

1
2
A
✔
✔
B
✔
✔
C
✔
✔
D
✘
✘
E
✘
✘
✔ suitable for investment

3
4
5
✔
✔
✘
✔
✔
✘
✔
✘
✘
✘
✘
✘
✘
✘
✘
✘ not suitable for investment
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Sustainability themes
We look at four key sustainability themes that cover environmental, social and
governance (ESG) issues and how businesses will be affected by these trends.
We identify companies that are set to benefit from these longer-term changes
and invest if, following fundamental analysis, we believe they are undervalued.
• Climate change & energy efficiency – we closely follow developments in political support
and technological development, to identify firms that will thrive through providing solutions
which will mitigate climate change and also help in adapting to the consequences of climate
change. These range from companies developing renewable energy technologies to building
insulation manufacturers.
• Quality of life – we focus on companies whose products and services deliver real
improvements in well-being. These businesses will be supported and encouraged by society
and include healthcare providers, particularly in life-saving drugs as well as education, healthy
eating and healthy lifestyles.
• Sustainable consumption – covers technologies that enable us to use resources more
efficiently. This includes the treatment of water and waste and environmental technologies.
In short, those companies helping us do more while using fewer resources.
• Resilience – companies that have leading environmental and social management. It also
includes company leaders in their sectors which are set to benefit from their proactive
management of issues and companies that help others manage their business risks, such as
auditors of supply chains, which ensure child labour is not used.
As we seek to build diversified portfolios, we carefully consider the impact of these themes
on the financial performance of a company. We look for companies which we believe are
undervalued and will deliver superior investment returns.

We use our influence
as an investor to
encourage companies
to improve their
practices.

6

Why invest in sustainable investments?
The case for sustainable investment is a strong one. From an ethical
perspective the benefits are obvious, as such a strategy allows investors to
invest for their financial futures in a manner aligned with their own beliefs
and values. Increasingly though, sustainable investment strategies make sense
from a more pragmatic perspective too. Why? Because a company operating
in a sustainable manner is more likely to be a better long-term investment
than one that isn’t.
Key factors influencing the way business is done and the prospects for
companies operating more sustainably and responsibly include:

“As pressure on businesses
to operate in a sustainable
and responsible manner
increases, a strategy with
sustainable investment at
its heart is more and more
sensible from both an ethical
and investment perspective.”

SIMON CLEMENTS
Investment Manager, Global Equities

• Consumer pressure – with individuals increasingly aware of the impact of their decisions,
demand for sustainable products is increasing. Companies capable of providing sustainable
goods, produced in an ethical manner are well placed.
• Financial sense – regulations and legislation increase costs for polluting companies, thereby
providing significant impetus for efficiency improvements. Lower polluting companies and
those providing pollution reduction and efficiency technologies should continue to prosper.
• Political climate and regulation – the environment and related social impacts are now
widely regarded as mainstream political issues with policy decisions increasingly made with
sustainability in mind. This political will has a marked effect on regulation, as seen in the
banking sector, energy policy and emissions regulation, which in turn affects competitive
landscape for businesses. Regulation influences company behaviour and typically favours
more sustainable or resilient companies.
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Why Alliance Trust
Investments for sustainable
investment?
• Expertise – our 13 strong team focused on equities,
have significant experience in managing the Sustainable
Future funds and have deep expertise in integrating
sustainability into investment selection. Collaboration
with our five strong fixed income team allows us to
further our competence in multi asset and corporate
bond funds.
• Scale – with £1.8 billion (as at 31/07/2015) under
management across our Sustainable Future fund
range, ATI are one of the industry’s largest sustainable
investment investors. We offer a diverse range of funds
from corporate bond, through mixed asset funds, and a
selection of equity funds. All rely on the same underlying
Sustainable Future investment process.
• Robust – we believe that our investment philosophy and
the way we manage the funds is robust and has been
used in the running of our Sustainable Future funds for
over ten years.
• Engaged – we are active shareholders of the companies
which we invest in and make sure that companies
understand that investors do care about sustainability
and ethical issues affecting the investments they own.
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Our approach to managing risks
All investments involve some element of risk. We work hard however, to ensure that we don’t
expose our clients’ money to inappropriate levels of risk, and that we strike the right balance
between risk and potential reward. By carefully considering the impact of our decisions and
through the use of sophisticated tools, we create well diversified portfolios with real long-term
investment potential.
Sustainability characteristics of portfolios are closely monitored as we believe that these are likely
to have a material impact on the value of positions in our portfolios.

Things to remember
“As a professional investor
I’m increasingly aware
of the importance of
social, environmental and
governance related issues
on companies in which I’m
considering investing. Those
with good practices look
increasingly compelling from
a pure investment viewpoint.”
stuart mcmaster
Investment Manager

Our emphasis on sustainable companies whose potential is undervalued means that our
portfolios tend to have a bias towards more growth orientated investments as opposed to higher
yielding ‘value’ stocks. We also tend to be more orientated towards medium sized companies
with respect to our index benchmarks, such as the FTSE All-Share for our UK Equity Fund, this
can result in greater price swings and volatility than traditional equity funds.
Although we are firm believers in the long-term attractions of companies operating in a more
sustainable manner, investors should remain mindful that from time to time our exclusion of
some areas of the market (on ESG grounds) may result in periods of underperformance with
respect to relevant benchmarks. For instance if tobacco stocks were enjoying extremely strong
returns we would not be able to participate in their gains.
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Using our influence
We are actively involved in investment industry initiatives to invest in a more sustainable manner
and encourage companies to behave better.
We endorse the UK Stewardship code which calls on investors to be actively engaged with
companies they invest in, to hold them to account or chastise as appropriate on issues that affect
how a company is run. We are also signatories to the United Nations Principles for Responsible
Investment (UN PRI) which seeks to ensure investments are made in a more sustainable manner
and that environmental social and governance (ESG) issues are given serious consideration when
making investment decisions and allocating our clients’ capital. We are also members of UKSIF,
UK Sustainable Investment and Finance Association.
At ATI we believe in an active approach to sustainable investment. Our funds are actively
managed and we are active in our efforts to engage with individual companies, industry bodies
and authorities across a range of sustainability related issues. Shareholders have a vote. We make
sure that our investors’ votes are used wisely to improve corporate responsibility.

“We take our responsibilities
seriously. As well as a
stringent approach to
screening and engagement
we are active participants
in a number of initiatives
designed to promote
widespread integration
of these issues into
fundamental investment.”
Neil brown
Investment Manager,
Pan-European Equities
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Sustainable Future fund range
We have nine funds in our Sustainable Future fund range –
a comprehensive suite encompassing options for those seeking income,
growth or a combination of the two from their investment.
You can find further information on each fund in the fund centre at
www.alliancetrustinvestments.com
Name

Aim

Invests in

Sustainable Future UK Growth

Growth

UK equities

Sustainable Future European Growth

Growth

European equities

Sustainable Future Global Growth

Growth

Global equities

Sustainable Future Absolute Growth

Growth

Global equities (biased towards the UK)

Sustainable Future Corporate Bond

Income

Corporate bonds

UK Ethical

Growth

UK equities (see additional screening criteria on the web in
the Position on Sustainability and Ethical issues document.

Sustainable Future Managed

Income & Growth

Global and UK equities bonds

Sustainable Future Cautious
Managed

Income & Growth

Global and UK equities bonds

Sustainable Future Defensive
Managed

Income & Growth

Global and UK equities bonds

• Active – all the funds are actively managed by our team as they aim to deliver the best
returns to our clients.
• Aligned – only companies that pass our stringent screening process warrant inclusion in
our portfolios. Additionally, we actively target companies within long-term sustainable
investment themes.
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Meet the team
Peter michaelis
Head of Equities
Peter has been managing money in Sustainable and Responsible Investment for over 15 years. Prior to
joining Alliance Trust Investments in August 2012, he was Head of Sustainable and Responsible Investment
at Aviva Investors.
After completing a PhD in Environmental Economics, Peter started his career working in the steel industry as
an environmental engineer. He then moved to Henderson Global Investors where he was an SRI Analyst and
Fund Manager. In 2001 he moved to Aviva Investors where he was promoted to lead manager on a number of
their SRI funds.

SIMON CLEMENTS - Investment Manager, Global Equities

Stephen Porteous - Investment Manager

Simon has worked in fund management for over 17 years and
joined Alliance Trust Investments in August 2012. Simon spent
12 years working at Aviva Investors (previously Morley Fund
Management) where most recently he was Head of
Global Equities. He is a CFA Charterholder.

Stephen joined Alliance Trust in 2005 from Abbey National Asset
Managers. Stephen has over 26 years’ investment experience,
mainly in the UK Equity market and has covered all sectors at some
point in his career.

Neil brown - Investment Manager, Pan-European Equities

stuart mcmaster - Investment Manager, Fixed Income

Neil has been researching and managing money for over 13
years and joined Alliance Trust Investments in August 2012.
He has previously worked for Pensions & Investments Research
Consultants and Threadneedle Asset Management. Most recently,
he was an SRI Fund Manager for Aviva Investors for four years.

Stuart joined Alliance Trust Investments in January 2010 as a
member of the Fixed Income team. Stuart’s career started in 1980,
he has covered a number of different roles within the industry
including Investment Manager at Standard Life Assurance and Head
of Credit then Head of Bond Fund Management and latterly to Head of
Aggregate Bond Fund Management at Scottish Widows.
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Mike appleby - Investment Manager

David osfield - Investment Manager

Mike has over 15 years experience researching and managing
money in Sustainable and Responsible Investments and a further
six years in financial services. Before joining Alliance Trust
Investments in August 2012, Mike was Head of SRI Thematic
Research at Aviva Investors.

David has 13 years’ investment experience, all with Alliance
Trust, after successfully completing the Management Training
Programme. After initially covering global technology, David
spent six years covering UK equity income stocks before
moving over to Asia. He is a CFA Charterholder.

Harriet Parker - Investment Manager

Alexandre werbowy - Investment Manager

Harriet has over 11 years experience working in Sustainable
and Responsible Investment. Prior to joining Alliance Trust
Investments in August 2012 she was an SRI analyst at Aviva
Investors. Harriet is a CFA Charterholder.

Alex has over 10 years experience managing money. Prior to
joining Alliance Trust Investments in August 2012 Alex was an
SRI analyst at Aviva Investors.

Adrien Bommelaer - Investment Manager

Laurie Don - Investment Analyst

Adrien joined Alliance Trust Investments in 2012 as a Global
Sector Specialist in Technology. Prior to joining, Adrien worked
for two years as Principle and Senior Analyst at Piper Jaffrey,
having spent 12 years at Credit Suisse.

Laurie joined Alliance Trust in 2003 through the management
training programme. Laurie joined the global investment team
as an analyst in 2011. He is a CFA Charterholder and has also
completed the Investment Management Certificate.

MARTYN JONES - Investment Analyst

CHRIS FOSTER - Investment Analyst

Martyn joined Alliance Trust Investments after completing
a rotation with the team through the management trainee
programme. Martyn has completed Level 1 of the Chartered
Financial Analyst Program.

Chris joined Alliance Trust Investments through the
management training programme. Chris holds the Investment
Management Certificate and has completed Level 1 of the
Chartered Financial Analyst Program.
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Suitability check list
You should consider investing in the
Sustainable Future funds if you:
• Are seeking long-term capital growth
• Believe sustainable investments make sense
You should not invest however if you:
• Are unwilling to risk your capital
• Don’t want to invest for the medium
to long term

Want to know more?
For more information on the Alliance Trust
Sustainable Futures fund range or Alliance Trust
Investments please call us on:

0808 234 1888
Calls may be recorded for training and security purposes.

or visit our website at

www.alliancetrustinvestments.com

SF HUB
Sustainable Future
Join the conversation

SF HUB
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Glossary
Sustainable Investment
Sustainable Investment funds aim to outperform a benchmark,
while incorporating socially sustainable, environmental and
corporate governance issues into the way funds are managed.

Environmental, Social and Governance (ESG)
ESG issues relate to additional aspects of the business that
can either be risks or opportunities to a business and can
materially affect its success, or otherwise, and the value of
investments. We believe that how a company interacts with
the environment (E) and society (S) as well as how a company
is governed (G) influence what a company is worth and should
be closely considered when making investment decisions. The
term ESG is often used interchangeably with sustainability or
sustainable development.

Sustainable Development
Sustainable development is generally defined as “development
that meets the needs of the present without compromising the
ability of future generations to meet their own needs”
(Source: Brundtland Report ‘Our common future’, 1987)

The value of investments and the income from them may go down as well as up and is not
guaranteed. Your capital is at risk and you may not get back what you originally invested.
Funds which undertake ethical screening to meet their investment aims are unable to
invest in certain sectors and companies. Our exclusion of some areas of the market
(on ESG grounds) may result in periods of under-performance with respect to relevant
benchmarks. For instance if tobacco stocks were enjoying extremely strong returns we
would not be able to participate in their gains.
If you wish to invest, you should read and retain the relevant Key Investor Information
Document (‘KIID’) and the Supplementary Information Document (‘SID’). The KIIDs and
SID are available via our website www.alliancetrustinvestments.com or by calling
0808 234 1888. Please pay particular attention to the risk profile.
Alliance Trust Investments does not give financial or investment advice. If you are unsure
about an investment decision, please speak to your financial adviser.
Alliance Trust Investments Limited is a subsidiary of Alliance Trust PLC and is registered
in Scotland No. SC330862, registered office, 8 West Marketgait, Dundee DD1 1QN; is
authorised and regulated by the Financial Conduct Authority, firm reference number
479764. Alliance Trust Investments gives no financial or investment advice.
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